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One of the assumption of the classical financial theory is that market participants 
can correctly respond to the information which they can get. That is to say, the 
participants were rational. However, in fact, they were ‘normal guy’, rather than the 
rational-economic man, just as the behavioral finance criticize. Social Connection can 
influence the behavior of market participants in all aspects. Based on the basis data of 
the sponsoring representative of the information collected by manually，this paper 
focus on the connection of Fellow Connection, investigating if Fellow Connection 
between IPO company and the sponsoring representative lead to sponsors be more  
conscientiousness or conspiracy and how the market recognized it. 
In order to enhance the price of the IPO company, earnings management exist 
everywhere. The degree of earnings management can be regarded as the measure 
which measured the probability of collusion and whether the sponsoring 
representative performed dutifully in the due diligence phase. This paper calculating 
the discretionary accruals by adjust Jones-model, regarding it as the measure of 
earnings management，we study if the fellow connection between the sponsoring 
representative and the IPO company influence the company earning management 
behavior during the IPO. We find that the sponsor can more easily pick out the Great 
Performances in their hometown and they performed more dutifully in the due 
diligence phase. We believed the reason is that when the IPO company located in the 
sponsor’s hometown, the sponsor would have more information and they feel more 
responsibility. In conclusion，the connection of Fellow Connection existed between 
sponsor and the IPO company can effectively reduce the degree of earnings 
management.  The result of Sub-samples investigating indicated that our conclusion 
is robust. 
Nevertheless, based on the reaction of the market, we find that institutional 
investor offered lower price when the sponsoring representative and IPO company 
have connection of fellow. We believed that the market had a prejudice against the 














investigate the performance after the IPO company listed on the market. We find that 
the company who is located in the sponsor’s hometown had the better performance, 
consistent with this paper’s conclusion. That is to say, institutional investor does have 
a prejudice against the Fellow Connection when they offer the prices. 
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